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NOTES AND MEMORANDA. 



COAL AND IRON COMBINATIONS IN GERMANY. 

I should like to describe four representative combinations 
which are typical of a tendency that during recent years 
has come into prominence in Germany. One of these con- 
cerns, which is to occupy the major part of our attention, 
dates from 1893 ; the others date from the summer of 1900, 
from December, 1901, and from the latter part of 1900, re- 
spectively. The tendency to combine shows itself to-day not 
only in industry, but in commerce and even among consumers. 
We may take the Coal Syndicate of the Rhenish-Westphalian 
district (Rheinisch-Westfdlisches Kohlensyndikai) as a type 
of the producers' combination, the Berlin Structural Steel 
Bureau (Berliner Trager Kontor) as a representative of the 
dealers' combination, and finally the Rhenish-Westphalian 
Association for the Purchase of Pig-iron (Bheinisch-Westfdl- 
ische Moheisen-Einkaufsvereinigung) as a type of the con- 
sumers' combination. Some combinations have also formed 
agreements inter se, of which the agreement between the syn- 
dicate selling rolled wire (Walzdrahtsyndikat) and that pro- 
ducing wire nails (Drahtstiftsyndikat) is a good example. 
Let us successively consider these four typical institutions. 

(1) The Rhenish-Westphalian Coal Syndicate. 

The Rhenish-Westphalian Syndicate is a stock company, 
established in 1893 with a capital of 900,000 marks, and 
with its headquarters at Essen. It is controlled by a certain 
number of committees, " to whose decisions the members 
must submit " ; the more important questions being consid- 
ered by an assembly of mine-owners, in which each has a 
vote proportional to his contribution to the syndicate in 
10,000-ton lots. 

The members on their side pledge themselves to dispose of 



NOTES AND MEMORANDA 327 

their total output to the syndicate, with the exception only of 
quantities necessary for the private needs of the company, and 
amounts sold at retail in the immediate neighborhood or fur- 
nished in kind to the employees. The syndicate, in turn, en- 
gages to resell whatever coal it purchases. 

At first each mine " participated " in the total sale to the ex- 
tent of a quantity chosen by it and determined in accordance 
with its production in 1891 or 1892; but a greater " partici- 
pation " may sometimes be secured if asked for at least six 
months in advance. In the case of new installations a special 
commission then studies the question from the technical point 
of view ; but in the case of an established plant it exam- 
ines, in addition, whether these extra quantities can be sold 
without necessitating a reduction of the existing " participa- 
tions." 

Let us define the real character of these " participations." 
They do not indicate the number of tons that the syndicate 
pledges itself to purchase, but merely a proportion. Suppose 
that we call A the participation of the first mine, and 
A-f B-|-C-|-D . . . that of the totality of mines. The first 

member can count only on the purchase of , , - , - , _ , 

J r A + B + C + D... 

the second on that of ..„.„.., , of the quantities sold. 

If it is foreseen, thanks to the system of long-term contracts, 
that the whole product will not be sold, the syndicate remains 

obliged to reduce the loss of each by ■^r», in order to maintain 

equilibrium, "a % " marking the extent of the " reduction of 
Production " (Betriebseinschr&nJcung). The first mine will de- 
,. „ , A 100 — a A (100-a) 

hver onl y A + B + c + D... X -l0O-' 0r 100(A + B+C + D...) ' 
. , j B 100 — a B (100 — a) 

the second > a + b + C + D.. .. X -WO"' ° r 100(A + B + C + D...) - 
"When the mines involved are not engaged in a uniform 
manner, those among them which have received from the 
syndicate total orders to be delivered exceeding the figure of 
their participation must pay a premium on the superior ton- 
nage. Vice versa, those mines which have received an in- 
ferior total of delivery-orders receive an indemnity for the 
difference." 
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The advisory committee of the syndicate determines the 
normal prices (Richtpreise) ; and the direction committee de- 
termines thereafter, according to these prices, the purchase 
prices (Verrechnungspreise) for all stocks and grades of coal 
of each member of the syndicate and the selling-price (Ver- 
kaufspreise) to each customer. The " normal prices " serve to 
keep the direction committee informed as to the present ten- 
dencies of the constituent firms. The purchase prices, varia- 
ble according to kind and quality, are, in principle, the " pur- 
chase prices at the mines" ; but "whatever the syndicate can 
obtain in addition, uncontested in the sales department, ac- 
crues to him who delivered the coal sold at a premium, and is 
entered every month to his credit." 

To cover administrative expenses and possible deficits, a 
proportional preliminary charge is levied upon the new in- 
voices, the rate of this charge being determined, when neces- 
sary, by the advisory committee. 



(2) The Berlin Structural Steel Bureau. 

The Berlin Structural Steel Bureau is composed of eleven 
members, selling from 90% to 95% of the total quantity of 
structural steel used in Berlin or in its immediate suburbs. Its 
field of activity is strictly limited, extending over the entire 
zone distant not less than 30 km. (18.75 miles) from the 
Donhofplatz. Beyond this limit absolute individual liberty 
prevails, but within the limit the bureau alone can conclude 
bargains with purchasers. If an order is sent to a particular 
firm, it must reply that it cannot of itself dispose of even a 
single ton. Each infraction of this rule is punishable by a 
fine equal to the total price of the sale, and never less than 
10,000 marks. 

The " participation " figure is the average quantity that each 
member sold between 1897 and 1899. If any member re- 
ceives an order for a quantity surpassing his participation (or 
share), he is obliged to indemnify the dealer who otherwise 
would suffer in consequence. If a person writes to the bureau 
expressing a desire to secure delivery from a certain dealer, 
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who perhaps is to erect a building for him (since constructors, 
as well as merchants, are members of the syndicate), the size 
of the orders received may permit this solution, in which 
case the dealer accepts and the affair causes no difficulty ; but, 
if the figure of the orders received exceeds the dealer's share, 
another member is likely to be charged with the execution of 
the order. 

The Berlin Bureau is in very intimate relations with the 
Bureau of Structural Steel Manufacturers at Wiesbaden. 



(3) The Rhenish-Westphalian Association for the Pur- 
chase of Pig-iron. 

All members of the Rhenish-Westphalian Association for 
the Purchase of Pig-iron renounce, in its interest, the right to 
buy directly in Germany or abroad any pig-iron, except some 
special varieties, the association serving as their intermediary. 

Each member has a vote in the deliberative assemblies pro- 
portional to his consumption of 5,000-ton lots, at the maximum 
five. 

The directors of the association receive, three months in ad- 
vance, an announcement of the quantity necessary for each 
member, and collect offers of supply. Then, in general assem- 
bly, the association decides as to the acceptance of these 
offers, and, in case of need, as to the amount of pig-iron to be 
imported. Should it be impossible to procure the entire 
amount desired, a proportional distribution takes place be- 
tween the members. 



(4) The Combination op the Rolled Wire and the 
Steel Nail Syndicate. 

The nature of this combination is shown by the contract 
which unites the two syndicates. 

Art. 2. "The members of the syndicate of German wire- 
rollers renounce, in so far as they are not themselves members 
of the syndicate of German steel nail manufacturers, the 
right to produce steel nails. On the other hand, the members 
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of the syndicate of German steel nail manufacturers renounce, 
in so far as they are not themselves members of the syndicate 
of German wire-rollers, the right to produce rolled wire." 

Art. 3. " The members of the syndicate of steel nail manu- 
facturers bind themselves to buy their iron and steel wire 
of all kinds, in so far as they themselves do not produce such, 
only from the syndicate of wire-rollers." 

This contract disappears only in the two following cases : 

" (a) If a member has not received any reply to a demand for 
supply, sent at an opportune time one week before the com- 
mencement of the three months' period, he remains free for the 
following three months. 

" (b) If a more advantageous offer comes from abroad, the 
member is obliged to prove this offer to the rolled wire syndi- 
cate, and to ask if it desires to deal on the same terms, where- 
upon, if the reply is negative, the foreign offer can be accepted. 
In exchange for these concessions, the wire syndicate binds it- 
self not to sell any wire within the country to any but the 
houses which have adhered to the nail syndicate or will engage 
with it not to deliver afterward their products to non- 
members." 

Here we have, then, two combinations, the one selling raw or 
semi-worked products, the other manufactured goods. The 
syndicate of manufacturers buy their materials exclusively 
from the syndicate producing them, except under special 
circumstances; and, on the other hand, the latter syndicate 
agrees not to deliver goods to those who do not belong to the 
association. 

We have thus reviewed four currents of unequal strength. 
That which urges the producers to organize is the most power- 
ful ; and institutions are numerous which resemble more or less 
closely that at Essen. The understanding between merchants 
has as yet generally assumed only primitive forms; but the 
Berlin Structural Steel Bureau nevertheless exhibits the ten- 
dency. If the " pure consumers " — i.e., the public — are almost 
impossible to organize, the consumers who are at the same 
time producers group themselves more readily and form asso- 
ciations with a view, not to escape middlemen, but forcibly to 
oppose the producers of materials. Of this nature is the 
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Pig-iron Buyers' Association. In some cases, however, when 
combinations in successive stages of an industry have con- 
tended with each other, understandings have been effected be- 
tween the combinations themselves, as notably in the case of 
the rolled wire and the steel nail industries. 

Andke E. Sayous. 

Pabis. 



